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Commodity Information Series Cotton Leaflet No. l 


UNITED STATES DEPARTMENT OF AGRICULTURE 
Agricultural Adjustment Administratio 
Washington, D. C. 


ADJUSTING COTTON PRODUCTION 
I. THE PROBLEM 


Question 1. Was there a burdensome supply of cotton on hand when 
the Agricultural Adjustment Act was signed by the President on May~12,...19337 


Answer. Yese In August 1932, the world carry-over of American cotton 
was 13,000,000 bales, and the production that year was 13,000,000 bales, which 
gave a total world supply of 25,000,000 bales of American cottone A total 
of 15,800,000 bales of American cotton is the most ever used in one season. 


Question 2. What effect did these excess supplies have on the price 
of cotton and the purchasing power of farmers? 


Answer. The price paid to cotton producers in 193e averaged only 5./ 
cents a pound and during that season declined to as low as 4.6 cents per pound, 
and a bale of cotton would buy less than half as much of the goods which far- 
mers have to buy as a bale bought in the period from 1909 to 1914. The far- 
mer could buy less industrial products and therefore people in industry were 
thrown out of work. Industrial workers in turn were unable to buy the cus- 
tomary amount of cotton goods. 


Question 3. Did the prices of things the farmer buys go down in pro- 
portion to the prices received for things he sells, including cotton? 


Answer, No. The farmer had to sell his cotton on a low price level 
and buy supplies on a higher level of prices. Therefore, farm prices, in- 
cluding those of cotton, were "below parity." Such a disadvantage to the 
Cotton Belt, which contains a third of the population of the United States, 
obviously needed immediate correction to prevent a disastrous economic 
collapse. 


Question 4. Why was it impossible for each producer to solve his 
problems individually? 


Answer. Secretary of Agriculture Henry C. Wallace, father of the 
present Secretary, described in an article in The Journal of Farm Economics 
in January 1924, why farmers acting individually cannot achieve and maintain 
a balance between supply and effective demand. He said; "In times such as 
these the problems of farm management on most farms are reduced to the sim- 
plest terms and can be stated very bricfly. For example: Produce as much 
as you can and as cheaply as you can of what you can produce best; spend as 
little as you can; do without everything you can; work as hard as you can; 
make your wife and children work as hard as they cane Having done this, 
take what comfort you can in the thought that if you succeed in doing what you 
set out to do, and if most other farmers also succeed, you will have pro- 
duced larger crops than can be sold at a profit and you will still be under 
the harrow. Nevertheless, the average farmer is forced by unhappy circum- 
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stance to adopt exactly that policy. It is not good for the farmers, not 
good for the farmer's wife and children, not good for the Nation." 


In other words, without some effective method of adjusting total pro- 
duction, the individual was forced to produce every pound of cotton possible, 
regardless of the fact that he would share in the general disadvantage of 
glutted markets and low prices. 


II. 1933-3 COTTON PROGRAM 


Question 5. What are the characteristics of the Cotton Adjustment 
Program thus far? 


Answer. It is a voluntary cooperative effort on the part of the pro- 
ducers and the Government to improve the economic status of cotton producers 
by adjusting supplies of cotton to demand and maintaining balance between 
supply and demand. 


Question 6. What are the aims of the Cotton Adjustment Program? 


Answer. To get for each individual producer a reasonable return on 
his capital and labor used in cotton production; to regulate total xupply of 
cotton available to meet domestic demands, and with large surpluses removed, 
to provide for as large a supply of ES for export as can be sold at 
reasonablo prices and to insure a safe carry-over to meet ordinary demand 
and also for emergency or pases demands. 


Question 7. Is this the first effort on the part of producers to ad~ 
just supplies to demand? 


Answer, No. Campaigns were carried on in 1905, 1915, 1921, and 1927, 
in the hone that reduction in acfeage would bring about necessary ad fds eiene 
in supplies. Thoso campaigns were conducted by individual farmers and farm 


groups without Federal Government participation. 
Question 8 Were these campaisns successful? 


Answer. Tho acreage reduction goal was not reached in any case, al- 
though gome reductions were brought about. The carlicr campaigns might be 
called partly successful experiments. Features.of the present program were 
either suggested or actually tried out in some of these earlier production 
control efforts. 


Question 9. Is the Cottom Adjustment Program necessarily a reduction 
progran 


Answore No. The program is desigmed to provide for either reduction 
or expansion of supplies, whichever is needed to meet demands. The record 
supply of 26,000,000 bales for the seasons of 1931-32 and again in 1932-33 
made it necessary that the program for the last 18 months be one of reduction. 
There probably will be years when further expansion of acreage will be just as 
desirable as was acreage reduction in 1933 and 1934. Adjustments will always 
be made with the view of maintaining a balance between supply and demand. 
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III. HOW THE PROGRAM WAS CARRIED OUT 
Question 10. Wnat was the first step in the 1933-34 prozram? 


Answer. The first step was the enactment by Congress in May 1933 of 
the Agricultural Adjustment Act. The purpose of this Act was to establish 
and maintain a balance between the production and conswaption of agricultural 
commodities and to bring about a balance between the prices of the things 
farmers sell and things farmers buy. 


Question 11. What feature of the 1933 and 1934 cotton-adjustment 
programs has made it profitable for the individual producer to take part 
in the program? 


Answer. In the earlier attempts to control cotton production, farmers 
who did not cooperate increased their acreage and profited from price increases 
which had been made possible by the cooperators! acreage reduction. Nonparti- 
Cipation of large numbers of growers undermined the earlier attempts. Coop- 
erating producers were forced gradually to abandon their plans and return to 
unrestricted production. The Agricultural Adjustment Act provides for rental 
and parity payments to compensate the cooperating producer for making his 
acreage adjustment. This device identifies the individual grower's interest 
with that of the whole group and makes his cooperation pay him, both cirectly 
through payments and indirectly through sale of his crop for the higher rtrice 
whith adjustment brings. 


Question 12. Do these payments have any purpose other than compensat- 
ing farmers for the adjustment they make in the cotton acreage? 


Answer. Yes. Eesides making it possible through rental payments to 
obtain a reduction in acreage without sacrifice on the part of the grower, 
these payments also contribute to the farmer's return for the cotton he pro- 
duces. The parity payments and, in part the rental payments, should be con- 
sidered as much a part of the farmer's price as the price he receives on the 
open market. 


Question 13. What p»rt did the vassage of the Bankhead Act play in 
the 1934 program? 


Answer. The Bankhead Act, enacted by Congress April 21, 1934, pro- 
vided for a tax of 50 percent of the average price of all cotton marketed in 
excess of ten million 500-pound bales. The purpose was the same as that of 
the Cotton Adjustment Program, and the method was supplementary to methods 
provided by the Adjustment Act. The Bankhead Act, with its tax provisions, 
undoubtedly influenced producers who otherwise might have withdrawn from the 
program under the Adjustment Act. The Bankhead Act discouraged producers 
who had not signed contracts from expanding their acreage so as to profit 
by the reduction made by other producerse Tims the Bankhead Act made it more 
certain that the desired reduction in national cotton production would be 
obtained in 1934, 


Question 14. Where does the responsibility for administration of the 
cotton program primarily rest? 
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Answer. The administration is primarily local, resting upon the 
community and county committees chosen by the cotton producers. 


IV. RESULTS OF THE PROGRAM 


Question 15. What change in total supply of American cotton has been 
brought about? 


Answer. There was an actual supply of 26,000,000 bales in each of the 
1931-32 and 1932-33 cotton seasons. Until about U4 million bales were plowed 
up in 1933, there was a prospective supply for 1933-34 of about 29,000, 000 
bales. With the adjustment program, this very large prospective supply was 
reduced to an actual supply of 24,800,000 vales for the 1933-34 season, and 
this year's suoply is 21,100,000 bales. 


Question 16. What change in price has been brought about by the 
cottou and other recovery programs? 


Answer. The Cotton Adjustment Program has contributed to raising 
the price paid farmers for their cotton from an average of 6.5 cents per pound 
for the 1932-33 season to an average of 9.7 cents for the 1933-34 season and 
to 13.1 cents per pound September 15, 1934. The cottonseed price averaged 
$31.54 per ton on September 15, 1934, compared with $11.28 on September 15, 
1952, and $12.11 on September 15, 1933. Of course the drought had been a 
factor in the price rise, especially in cottonseed, and the Government's 
monetary policy has helped lift farm prices, including that of cotton. 


Question 17. What changes have occurred in the total farm value of 
cotton and cottonseed since the adjustment program has been in effect? 


Answer. The farm values of the cotton crop, including lint and 
cottonseed, for the last 3 years are as follows: 
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Crop Year | Value Lint Value Seed Total Farm Value 
SLE. NE eee eS a SS a hteesia sta aaa i Ladle Ld phe lth ge ee 
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bose: ms.” -...{| $424,032,000 | $ 59,8%0,000 $483, 912,000 
Ch ee ef ba ant hi 633,266,000 | 83,741,000 717,007,000 
a aii 209 618,516,000 | 


141,456,000 | 159,972,000 
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t Based upon prices received by producers September 15, 1934. 


Question 18. What contribution to cotton producers! income has been 
made by rental and benefit payments? 


Answer, The rental payments and 1933 option profits (based on 1934 
prices) amounted to $163,090,258 for 1933. The rental and parity payments 
in 1934 amount to $116,505,809. 


Question 19, What changes have been brought about in the total value 
to cotton producers as a result of increased prices for cotton and cottonseed 
and rental and benefit payments? 
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Answer. Changes in total value are shown below: 


o Rental, Parity 
Crop Year iy Farm Value Payments, and Total Value 


nc ces [onan nanan nee anne 


AR RRS ec acc $4Z3, 912, 000 1 None |$483, 912,000 
OCS SEN a ee $717,007, 000 $163,090,258 1$880,097,258 
Pee ee ot P $759,972,000 | $126, 505,809 |$876,478, 000 


en is tn neg nee niente i 


1 The option profits thus far, of about 53 million dollars are included in 
this item. 

¢ Based on October 1 crop report. 

3 Based on prices received by producers September 15, 1934. 


Question 20. What acreage has been released from cotton production 
and made available for growing food and feed crops as a result of the Cotton 
Adjustment Program? 


Answer. From 40,852,000 acres in cotton on July 1, 1953, the acreage 
has been reduced to 27, 2u1, 000 in 1934. This freed 13,611,000 acres of land 
from cotton for production of food and feed crops, and practically all of this 
Was so used. One survey in eight cotton-producing states indicates that only 
2 percent of the rented acres were idle after May 29, 1934. 


Question 2l. In what way does the cotton adjustment program afford 
growers protection when crops fail? 


Answer. Rental and parity payments are made on the basis of past aver- 
ages of acreage and production. Hence the amount paid is not affected by crop 
failure in the year's production on which they are paid. Therefore, these pay- 
ments provide a form of crop insurance in time of crop failure. Rental and 
benefit payments under the Adjustment program and the sale of cotton tax ex- 
emption certificates under the Bankhead Act provide sources of cash income for 
growers whose crop has been severly reduced or destroyed by drought or other 
natural causes 


V. SHOULD ADJUSTMENT BE CONTINUED? 


Question e2. Will the problems that faced cotton growers in the 
spring of 1934 recur unless adjustment measures are continued? ‘ 


Answer. With no assured means for maintaining balanced production and 
improved income, two million individual producers would be under the same pre- 
ssure as they were prior to 1933 to look to volume production as the chief 
factor in income, with less regard for price. Many cotton farmers feel that 
this would result in an acreage in 1935 much larger than the acreages of 1933 
and 1934, and that the increase would be likely to bring about another ex~ 
cessive supply, low prices, and reduced income. 


Question 24. Can control of production Baan assure the cotton pro- 
ducer of a satisfactory level of income? 


Answer. No. There are definite limitations on the influence of 
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production control on producers! incomes. Chester C. Davis, Administrator 

of the Agricultural Adjustment Act, said in a recent address: 'All farmers 
must realize that there are limits beyond which the reduction of production 
Cannot succeed as a method of agricultural recovery. When supplies have been 
brougat into line with effective demand, the farmers must look to further 
increases in the purchasing power of consumers if their gross income is to be 
further restored." 


Question 24. What are some of the limitations on the control of 
cotton production? 


Answer. The necessity for continuing adjustment rests upon the fact 
that it is necessary to prevent new surpluses. With total cotton supplies 
nearer normal levels, the cotton producer must look more and more to the re- 
vival of industrial production, and the revival of world trade, at the same 
time balancing his production to the requirements of his market. Domestic 
cotton consumption rises and falls with industrial production. It is upon 
the resumption of industrial activity that the maintenance of the normal mar- 
ket for 4O percent of the cotton farmers! crop depends. Foreign consumption 
of American cotton will depend, to a greater degree than heretofore, upon the 
volume of imports purchased in this country from foreign cotton customers. 


Question 25. What additional information should producers have and 
understand? 


Answer. hey should know the United States cotton situation; the for- 
eign cotton situation; the United States and foreign outlook for cotton; the 
purposes and aim of the processing tax and the justification for such a tax. 


For more detailed information see your committeeman, teacher of voca- 
tional agriculture, or county agent. 
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I. WEAT THE PROCHSSING TAX IS 


Cuestion 1. What is the processing tax on cotton? 


faswer. The cotton processing tax is a tax paid upon the act of 
converting raw cotton into consumers! goods. 


Question 2. Why are processing taxes levied? 


x 
Co-raodity Infomation Series Cotton Leaflet No. 2 
TEE COTTON PROCESSING TAX a 
F a ee 
§ # ee 
Ml V] ~ yee 
| Ma SY ee wee, 
Aap Seely CSE rh Sh» A OR ese 
UNITED STATSS DEPAPTMENT OF AGRICULTURE! R Ras: Py | 
Agricultural Adjustment Administration | he 
Washington, D. C. j pie ae me TOES 


faswer. To provide funds for making payments to farmers cooperating 


in Agvicultural Adjustment prograns. 
Question 3. Who pays the tax and how much is it? 
Answer. In the case of cotton, the tax is passed on to consumers 


and borns by them as part of the price of cotton products sold to trem. 
The Adjustment Act provides that the rate of tax shall be determined on 


the 


basis of the ditference between the fair exchange value of cotton (exchange 
value, 1909-14) and the average farm price of cotton as of the date tas tax 
becomes cffective.</ This rate is 4.2 cents per pound net weight. 

“ners? 


Question 4. Doss the processing tax put an undue burden on consu 


Answer, No; to say that the consumer cannot bear the burden of the 
cotton processing tax would be to say that consumers cannot bear tine burden 


of cotton prices that are in line with prices of otner commodities. 
Question 5. How much revemue is raised by this tax? 


Answer, Actual receipts to June 30, 1924, were $154,002,063.22. 


Question 6. What use is made of the fumds collected from the process-— 


ing tax? 


Answer. The funds derived from the processing tax have teen end 
be used for rental end parity peywents incident 
adjustment programa. 


will 


Lo the 1933 and 1934-355 cotton 


uestion 7. Why is the processing tax vroferred to other revenuc- 
Pp ea t 


raising measures? 
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1/ Section 9 (bv) of the Agricultural Adjustment Act. 
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Answer. It has been found to work; is easy to collect; is small per 
person, averaging less than $1 per capita annually; is flexible because if 
it is found that the full rate of tax will reduce consumption and increase 
the surplus of cotton, or depress the farm price of cotton, then the process-— 
me tax must be at a rate that will not have these ef: obs.eh 


Question 8. What does the tax amount to on certain manufactured 
articles? 


Answer. The average amount of tax paid is about 8 cents per sheet: 
5 Pp 

Gay cents per wor snirt; 8-1/4 cents per pair of overalls; and sligatly 

over 1 cent per vard of unbleacned muslin. 


II. WHY A PROCESSING TAX ON COTTON? 
Question 9. What is the justification for asking that the conswner 
of cotton bear the processing tax? 


Answer. The consumer is merely being asked to pay a fair price for 
cotton products with a view to raising to a fair level the purchasing power 
of the cotton producer. For years the cotton farmer was forced to sell cotton 
so cheaply thet he destroyed his power to buy goods produced by others. Tnis 
undermined national economic well-being, and injured consumers generally. 


Question 10. Has the processing tax similarities to the tariff? 
vere Yes. Prior to the ensctment of the Agricultural Adjustment 


V 
Act, catia had to sell cotton on an vnprotected world market while buying 
many goods they need on a domestic market protected by tariffs. The process-— 


ing tax through rental payments ond parity payments now gives cotton growers 
some protection in the domestic market. The increased cost of goods caused 
either by the processing tax or by the tariff is borne by the consumer Vihile 


the tariff is for the protection of industry, the processing tax is Por tne 
protection of agriculture. 


Question 11. Would the reduction progrem have been possible Witnout 
serious injury to growers if no processing tax had been put into effect and 
if there nad heen no rental and parity payments? 


Answer. No. Cotton preducers individually could not afford to take 
a sufficient smomt of land ont of cotton production without some compensa- 
tion in addition to the increase in the price of cotton that resulted from 
the adjustneut program. 


Questicn 12. How is the cotton adjustment program om financed? 


Answer. The cotton adjustment program is designed to pay its way as 
it goes, with funds collected through the processing tax. 


a ooo 


2/ Section 9 (bd) of the Agricultural Adjustment Act. 
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Question 13. Does the processing tax lower the price paid the pro- 
ducer for cotton? 


Answer. No. The nature of the demand for ahi is sucn that con- 

is not particularly; altered by the existence of the tax and tnere- 
Tore Hie tax does not aaneeiaiae affect the price. FS the price of 
cotton is xed on the world market and not entirely by the supply of Ameri- 
can cotton vr our domestic consuaption. It is evident therefore that inas- 
mich as tne American price end the price of other growtis of tne same staple, 
grado, anc quality not subject to the tax are approximately the same, ta 
tax cannot nave material influcnce on the marxet price. 


Question 14. What provision is made to prevent the tax from cutting 
down the use of cotton in the manufacture of cheap products? 


Answer. The act provides that if it is found thet the tax cuts down 
use of cotton in the. manufacture of Low-value products, the tax on cotton 
for tnat use may be sus eaanied 2) This has already been done in the case of 
large-sized cotton bags 


Question 15. Has 
excessive saifts to compe 
wool? 


tne payment of the processing tex on cotton caused 
ting commodities, such as jute, paper, rayon, or 


Answer. No. The Secretery found that such shifts would occur between 
certain cotton anc paper end jute products uniess a compensating tax on the 
processing ct those products was imposed. Pursuant to these findings compen- 
sating taxes went into effect on naper and jute vanes the provision of tne act 
Vaien provides that compensetory ‘ger Vaart effective upon the first proces-— 
sing of a competing commodity when it the payment of tne pro- 
osssing tax is aeausing ov will esuso excessive snifts in consumption of cotton 


o 


or products of cotton. 


westion 16. Does the processing tax affect the volume of exports of 


bs Fetes 


manuf act ae cotton goods? 

Answers No. Tho aiount of processing tax is refunded upon goods ox 
ported. 

Question 17, What is Secretery Wallace's opinion of the processing 
tax? 


Answer, Secretary Vallage recently said: "To all intonts and purposes 
the cena sing tax is the farmers! tariff, It is the only effective fom of 
tariff Zor producers of export crops, prices for which are determined on a 
er market. Tf Anerice is to remain on a highly protectionist basis, 


ng ne te Se ene 


3/ Section 15 (a) of the 


Agricultural Adjustment Act. 
4/ Section 15 (4) cf the Agri 


cultural Adjustment Act. 
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therefore, the processing tax form of tariff protection, or its equivalent, 
would seem to be no more than just.!! 


Ne * * Tf no substitute is provided, and foreign purchasing power 
has not been increased by reduced tariffs, I an very much afraid that farm 
products within 3 years will be dow again to a point where they will buy 
only half as rmch city products as they should buy in order to give this 
country a belanced prosperity. No one wants a repetition of 1932." 


TO? NORE DETAILED INFORMATION SEE YOUR COUNTY CCMMITTEEMAN, 
COUNTY AGENT, OR VOCATIONAL AGRICULTURE TEACHER 
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Commodity Information Series Cotton Leaflet No. 3 


UNITED STATES DEPARTMENT OF AGRICULTURE 
Agricultural Adjustment Administretion i 
Washington, D. C. ! 


FOREIGN COTTON PRODUCTION AND THE AMBPRICAN: 


MARKETS ABROAD 


I, FOREIGN COTTON PRODUCTION 
Question 1; How many foreign countries grow cotton? 


Answer: More than 50 countries produce cotton to some extent. 
Cotton growing is an established part of the agriculture of Egypt, India 
and China. The history of cotton in India goes back to 800 B. C., more 
than 2,000 years before the discovery of America. 


Question 2: ‘That are the principal foreign cotton~producing coun- 
tries? 


Answer: India, China, Russia, Egypt and Brazil. 
Question 3: Do all foreign producing countries export cotton? 


Answer: India and Egypt are the principal exporting foreign 
countries. Brazil exports some. Russia end China export little and import 
SOME e 


Question 4: How much cotton do foreign countries produce? 


Answer: The highest foreign production in any one year is 
13,000,000 bales in the 1933-34 season. In the highest previous year, 
1928-29, nbout 12,400,000 bales were produced. The lowest production in 
the last 5 years was 10,405,000 bales in 1931-32. 


Question 5: Has acrerge in foreign countries expanded rapidly? 


Answers No. Both production and consumption in foreign coun- 
tries have been slowly expanding for generations. A part of the recent 
apparent increased acreage in Russia was a return to cotton growing that 
followed the decrease during the World War. Egypt also recently has been 
returning lands to cotton production, following relaxation of legal restric- 
tions on cotton acreage. 


Question 6: Was the increase in foreign acreage in the 1932-34 
season due to decreased supplies of American cotton? 


Answer: Noe The foreign acreage increase for the 1933-4 season 
wag planted in a year in which supplies of American cotton rose to 26 million 
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bales, exceeding any supply on record prior to 1932-33. When the increased 
foreign acreage was planted, American cotton was selling for 6.5 cents per 
pound. Foreign agreage increased in the 19%3-%4 season to more than four 
million acres over that of 1932-338. 


Question 7: Was the increased acreage in foreign countries in the 
193Z+34 season due to the plow-up campaign in the United States? 


Answer? On the contrary, most of it was either planted or planned 
before the plow-up campaign was contemplated. Foreign producers increased, 
as did American producers, because as prices declined cotton farmers every- 
where were foreed to increase their volume in an attempt to maintain income. 
Low priced cotton in the 1930-31, 1931-32, and 1942-33 seasons therefore 

did not cause foreign countries vo decrease their production in any material 
degree. 


Question 8: Will there be a large supply of foreign cotton for the 
1934-235 season? 


Answer: Yes. The carryover of foreign cotton for the 1934-35 
season probably will be the largest in history and 1934 production in foreign 
countries probably will be near record léveis. 


Question 9: Why is the foreign cotton market vital to the American 
cotton grower? 


Answer: Because normally about 60 percent of the American cotton 
crop is sold in foreign markets. 


Question 10: Are Americar producers of cotton willing to enter into 
competition on a price basis with foreign cotton producers if this appears 
necessary to maintain world markets for American cotton? 


: Answer: In determining the answer to this question, cotton pro- 
d@acers should consider the probable social cost involved in an international 
price competition for foreign markets. Starvation prices and low income from 
cotton have not always in the past prevented increases in foreign cotton 
production. Foreign producing countries increased cotton production even when 
American cotton was selling at from 5 to 6 cents per pounds 


Question 11; If cotton producers are assured of a parity return on 
about 40 percent of their crop uuder the terms of the Agricultural Adjust- 
ment Act, should the remainder be sold on the basis of price competition 
in the world market without regard to controlled production? 


Answer?! It is possible under the Agricultural Adjustment Act 
to assure producers a fair price for that portion of their cotton that is 
domestically consumede If control were relaxed, there is, however, the 
added possibility of undue expansion of acreage within the United States 
that would increase world supplies and create a situation in which stocks 
of American cotton might be even greater than the record supplies of 26 
million bales in 1931 and 1932. Moreover, if all the cotton that the foreign 
consuming centers could use were offered at a price which they were willing 
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to pay, the ability of these foreign customers to purchase American cotton 
still would be limited by the amount of American exchange they could obtain. 
Therefore, the Americen cotton farmer would not save the assurance that all 
the cotton he produced for world markets could be solds 


Question 123: Eow may producers be assured of a fair return on the 
40 percent of their crop thet ordinarily movesinto domestic consumption? 


Answer! The Agricultural Adjustment Act, with its processing 
tax device, affords a mechanism whereby cotton farmers may receive payments 
representing the cifference between the market price and the fair exchange 
or parity value on thet portion of the cotton crop that is consumed domes- 
tically. The level of domestic consnmption of cotton is closely related to 
the level of industrial production, and both depond upon consumer purchasing 
POWET. 


Question 13: What countries are the largest buyers of American cotton? 
Answer: England, Japan, Germany, France and Italy. 
Question 14: Do these countries product cotton? 


Answer! Not within their own boundaries. Although India and 
Heypt are closely associated with the British Crown, England's commercial 
relationships with these cottonproducing countries do not indicate any 
marked trade preference for Indian or Egyvtian cotton. As a matter of fact, 
England ordinarily consrmes more American cotton than the combined total sold 
her by all other countries. 


Question 15: What is to prevent England, Japan, Germany, France and 
Italy from maintoining, in the future, their customary purchases of American 
cotton? 


Answer? The supply of American cotton is ample to meet their 
usual requirements. The price is not so high as it has been when these 
countries purchased large quantities of American cotton in the past. For 
example, England purchased more than two million bales of American cotton 
annually, from the 1964-25 season through the 1956-27 season. The price 
averaged more than 18 cents per nound for the three seasons. The quantity 
of American cotton these comtries will take during the current season or 
during future seasons appears to be limited, not primarily by price or pro~ 
dint on policies of the United States, but by tne quantity of goods purchased 
from these countries by America, If they are to buy American cotton, these 
Gountries mist.odtain dollars with which to pay for it. Unless they can 
obtain dollar exchange, these comtries are compelled to buy fram countries 
with which they have favorable exchange balances. This situation becomes 
increasingly important to the American cotton producer because of the large 
supply of foreign cotton. One economist in the cotton trade recently said 
that world marxets are being lost to American cotton producers "not because 
the high price of cotton encourages foreign cotton production, but because 
foreign consumers can no longer obtain dollars with which to pay for 
United States produced cotton". 
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II. TRADE POLICIES AFFECTING coTToN 


Question 16: Will trade policies of other countries influence the 
amount of American cotton exported? 


Answer: Under a trade agreement. between India and Japan, Japan 
buys annually 1-1/2 million bales of India's cotton in return for permission 
to sell 400 million yards of cotton piece goods to India. This represents, 
for at least the amount of Indian cotton that will be substituted for American 
cotton, a foreign market closed to cotton producers of this comtry, irres- 
pective of any production policy in the United States. A Japanese boycott 
on Indian cotton ended when Japan entered into this agreement. 


Germany has been unable to obtain sufficient trade balance to buy cus- 
tomary cctton supplies and has placed a restriction on imports, which would 
amount to a decrease of 500,000 bales of cotton a year. Germany is seeking 
trade agreements to overcome thise 


In the 193%.34 season, Germany consumed more than one million bales of 
American cotton, or about 8 percent of the total American crop. Recently 
representatives of the Geman cotton importers have been in the United States, 
seeking some means of increasing their country's exports to the United States 
in order to obtain dollar exchange with which to pay for American cotton. 
These representatives stated that German purchases of American cotton probably 
would decline more than 50 percent unless Germany is permitted to sell more 
products to the United States. Meantime, Germany is enzaged in an extensive 
development of snythetic fibers. Unless German spinners are able to obtain 
American cotton, these fibers may be permanently substituted for uses which 
formerly required quantities of American cotton. 


Poland and Italy are revorted to be seeking trade agreements with other 
cotton producing countries whereby they can exchange goods or services for 
cotton, Brazil and China have tariffs on cotton. Brazii also has had a plan 
of granting advantage in foreign exchange to cotton for export, which is 
equivalent to an export bounty. 


Official and semi-official British agencies have stimulated cotton 
growing in India, Hgypt, the Sudan, and Australia by varivus tinancing and 
other plans, and probably will continue to-do so regarciz:-s of the kind of 
cotton adjustment program that is undertaken in the Unitcd States. 


III, THE PRODUCTION OUTLOOK IN FOREIGN COUNTRIES. 


Question 17: What is the outlook for increased acreage in the prin- 
cipal cotton producing countries? 


Answer: The situation in five countries is described in the 
following paragraths: 


INDIA: Cottcn acreage in India has ranged from 11,885,900 acres in 1899 to 
28,403,000 acres in 1925. A good many sections of India, which now produce 
food for their ow needs, might plant larger acreages in cotton and then 
import food if better transportation facilities were available and if the 
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price of cotton warranted increases in its production. ‘The lack of adequate 
transportation is a ilajor handicap ta such a course. 


Better farming anc ginning machinery would increase yields and would 
end to increase acreage. However, in India there are in cultivation 
s than 1.5 acres ner capita, as compared to 3.4 acres per capita in the 
States. Food shortage is a constant threat. The Indian farmer is 
to vrovide his own food. With the slor development of agricultural 
‘planting more cotton “ould mean producing less food for Indials 


The fact that India's acreage has remained about four million acres 
below the peak of 1925 is evidence that Indian farmers see no incentive for 
increasing their cotton acreage. A given acreage increase in India is less 
Significant than the same change in acreage in the United States because the 
average yield of “int cotton per acre is only avout 80 pounds in India as 
compared with en average of about 170 pounds in the United States. Some parts 
of India, principally in the north, depend on irrigation almost entirely in 
cotton production. India planted a somewhat larger cotton acreage in the 
1913-14 and 1914-15 seasons than in the 1933-34 season. 

EGYPT: During the last 40 years, Eeypt's annual cotton acreage has fluctuated 
betveen 1,026,000 in 1895 and 2,162,000 acres in 1930, or by more than one 
million acres. 


In 1932 the acreage was 1,135,000 while the 1933 acreage increased to 
1,873,000 or by about 65 percent. The increase in Egyptian acreage in 1923 
may be attributed largely to modification of Heyptian laws restricting cotton 
acreage. These modifications were made before the United States 193% cotton 
program was contemplated. The fluctuations indicate that within certain 
limits the Egyptian farmer can and will shift his cotton acreage when con= 
ditions seem to justify. However, with the present system of rotation and 
under the most favorable conditions, the past cotton acreage has only twice 
excecded two million acres. An important factor in Egyptian production is a 
current shift by farmers in Egypt from long-staple varieties to higzher-yield- 
ing but shortersstapled varieties similar to those grovm in the Mississippi 
Delta. The yield of Egyptian cotton averaged 410 pounds of lint per acre in 
the period from 1928 to 19%2 inclusive. 


On the basis of past coditions, the 2,162,000 acres Planted in 1930 
would seen at present to be about the practical limit of the Egyptian cotton 
area. Planting more acreage would be at the expense of food and feed crceps 
and would not be generally practiced by farmers 6f that country without exten 
sive changes in their present economic arrangements. 


To establish permanent acreage beyond the apparent limit of Egypt's 
present cotton area wonld require reclaiming a part of the two million acres 
of waste land by extension of the Eeyptian irrigation and drainage system. 
Reclaiming the entire waste areca would require 25 years and would cost more 
than 200 million dollars. Low cotton prices discourage such expenditures for 
expansione 
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RUSSIA: Russia planted 4,843,000 acres to cotton in 1934, or a fraction of 
1 percent less than in 1933. Cotton acreage in Russia has shown little 
response to world supplies and prices. 


Cotton production in Russia is handicapped because the majority of her 
Spindles are 1,500 to 2,500 miles from the Russian cotton-producing area. 
Also Russia's cotton prograa has forced the government to transport foodstuffs 
about 1,050 miles to the cotton area, with inadeqiate transportation facili- 
ties. A considerable emount of the Russian crop is produced under irrigation, 
and with a short growing seacon. ‘These factors limit future cotton production 
in Russia, 


Tnere is some indication that Russia may agein become an extensive im- 
porter of cotton. ae missien Cea has ennounced a plan for providing 
the people with more clothing in the near future. Present Russian consumption 
is 5 pounds of ee per capita per year. The United States annually uses 
more than 24 pounds per cenita. It has bead reported that three million new 
cotton spindles will be installed in Russia by the end of 1934. Any future 
increase in russian cotton production Ser will be offset by increased per 
capita consumption. 


CHINA: mina has a considerable acreage suited to cotton production, and 
has an abundance of lubor. But China is handicapped seriously by dacie-ae 
adequate transportation, which mskes the marketing of cotton difficult 
Since many isolated arcas must grow their own food and feed supplies. 


Nevertheless cotton acreage in China has increased. More than six 
million acres were frovn in 193%, and the estimated increase in acreage. 
in 1934 is nenrly 10 percent. The increase in acreage has been gradual 
and future expansion apparently also will be gradua. 


Revorts indicate thet the 1924 crop will show an increased proportion 
of short-staple cotton. An effort toward production of medium staple 
varieties is being made. 


BRAT: The cotton-growing region of Brazil is divided into two well de~ 
fined eae southern and northern. In the southern area American upland 
cotton is grown almost exclusively and it is there that production has 
increased rapidly in recent years. Production in southern Brazil was 
228,000 balegin 1924-25, but erndually decreased to 45,000 bales in 
1928-29. From this lot song the profuction from this area increased to 
over 900,000 tales in 1233-34. The total production of Brazil for the 
1933-34 season is approximately 1,000,000 bales. 


Sao Faulo is the Leading cotton-growing state in the southern area of 
Brazil. Many unoccupied locriities with favorable cotton climate, soil, and 
topography, are available there. The area is similar to the Piedmont area 
of southeastern United States. 


Several factors limit possibilities of immediate rapid expansion of 
production in Brazil. 
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Coffee is the chief cash crop of southern Brazil. Cotton competes 
directly with the coffee crop. When cotton prices are high in relation to 
coffee prices, the acreage of cotton will increase. Available labor 
supplies at present seem insufficient to produce large crops of both 
cotton and coffee simultaneously. Any improvement in coffee prices would 
tend to restrict cotton acreage, and continued low relative coffee prices 
would stinulate cotton growing. 


Conditions in the northern area differ greatly from those in the 
souther area. Brazilian tree cotton is grown on most of the cotton acreage 
of the northern area. This cotton lives from 7 to 10 years but the yield — 
in any one season depends largely on the rainfall. This area is semi~arid. 
When rainfall in January and February is adequate, increased acreages are 
planted and old plantings are cleared up and cultivated. Uncertainty of 
rainfall and scarcity of labor are factors limiting increases in cotton 
in northern Brazil. 


THE SITUATION SUMMARIZED 


Summarizing the foreign production and market outlook, the following 
conclusions are emphasized: 


1. American cotton farmers have natural advantages for cotton pro- 
duction which are not now equalled anywhere else in the world. 


2e Amorican growers! economic stake in foreign markets is vital 
because nearly 60 percent of their crop ordinarly is sold abroade 


3. Abandonment of American production and price control measures and 
the probability of recurrence of 1952-33 price ievels for the entire crop 
would not assure the maintenance of foreign markets for American cotton. 


4. Maintenance of foreign markets for American cotton primarily is 
devendent upon the ability of foreign cotton consuming countries to purchase 
and pay for United States exports of cotton. Related factors include: (1) 
The level of business activity abroad; (2) shifts in textile activity from 
Europe to the Orient: (3) the price and supply of American cotton relative to 
the vrices and supplies of foreign cottons; and (4) trade agreements among 
other nations, and exchange restrictions. 


5. The ability of foreign customers to buy and pay for American cotton 
depends in a greater degree than ever before upon the amount of goods and 
services that this country will accept from them in exchange. 


6. Foreign countries which are unsble to scll goods and services to 
the United States are either (1) turning for their cotton to other cotton 
exporting nations which will accept imporis, (2) seeking to develop their own 
production of cotton or cotton substitutes, or (3) enforcing outright restric- 
tions on total imports. 


7”. The American cotton farmers! future income depends, first, upon prr 
duction control to avoid piling up new surpluses and to maintain fair prices; 
second, upon increased buying power of American consumers, and, third, upon 
revival of foreign trade with the United States. 
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g~ Comiodity Infomation Series Cotton Leaflet No. 4 


UNITED STATES DEPARTMENT OF AGRICULTURE 
Agricultural Adjustment Geral eachionE 
Washington, D, C. 


AMERICA'S COTEON-PRODUCTION PROBLEM FOR 1936 


I. SUPPLY OF AMSRICAN COTZON, 1934-25 SEASON 


Question 1. What is the carry-over of American cotton for the 1234-35 
season? 


Answer, On August 1, 1934, the world carry-over of American cotton was 


+ 


Question 2. Is this a large or small carry-over compared with past 
supplies? 


Answer. This is the third largest carry-over of record, and was ap- 
proximately 4 million bales larger than the average for the 14 years ending 
With LS 


j= 
Question 3. Is it smaller than the burdensome carry-overs of the two 
previous seasons? 
Answer. Yes; but it is still very large, being only about 2,300,600 
bales smaller than the enormous carry-over on August 1, 1932, of 13,000,000 
bales, which was the largest in history. 


Question 4. How much will this cotton on hand be tncreased by this 
© t{- 
year's ‘crop! 


Answer, On October 1, 1934, this year's cotton production was esti- 
mated at 9,443,000 bales. 


5 eee te 


Guestion 5. Is this a large or small crop compared with past crops? 


Answer. It is the smallest crop since 1921-22, and one of only three 
crops that neve fallen below 13 million bales since 1920-21. 


Cuestion 6. Isn't the small crop duc to the frought? 


Answer. Only in part, because the 27,200,000 acres grovm this year was 
also the smallest acreage since 1920-21. 


Question 7. Adding the carry~over on hand August 1 to the new crop, 
what is the total or world supply of Americen cotton for the 1934-35 season? 


Answer. About 20 million bales. 


Question 8. Is tnis large or small compared with past supplies? 
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Answer, The average for the past 14 years has been about 20 million 
bales. Tne current supply is adequate to meet the highest consumption re- 
quirements of record and leave a carry-over large enough to provide protec- 
tion azeinst the possibility of succeeding short crops. 


Question 9. How does 20 million bales compare with the supply in 1933 
and tne 2 years before? 


Answer. ‘The eee after the nlow-un campaign in 1933 was 24,800,000 
bales; in each of the two seasous previous to 1933 it was 26,000,000 bales. 


Question 10. Why is this supply large enough to meet all demands for 


7 


cotton in this country and. abroad? 


Answer. The most American cotton ever used in one season was 15, 800, 000 
bales in 1926-27. Only a little over 12,000,000 bales was used when the price 
wes down to 5.7 cents in the 1951-32 scason. Consumption for 1933-34 was 
13,500,009 bales of American cotton. 


Question ll. With average consumption through this year, now much 
carry-over will there probably be in August, 1935 when farmers begin to sell 
their 1935 crop? 


Answer. With avernge consumption for the current cotton year, the 
carry-over next August sed be about 7,000,000 bales, compared with 5,309,000 
bales, the average ennual carry-over from 1920 through 1930. However, if con- 
sunption is below average for the 1934-35 season, the carry-over will be above 
7,000,000 bales. 


II. CONSUMPTION OF AMERICAN COTTON IN 1933-34 


Question 12. What was tne United States consumption of American cotton 
for 1943-447 


Answer. About 5,600,000 bales. 


Question 13. How does this consumption compare with the average for 
the 14 years ending with 1955+347 


Answer. This is slightly below the 14-year average, which was about 
5,800,000 bates. 


Question 14. What is the outlook for United States consumption of . 
American cotton for the 1954-35 season? 


Answer. This will depend upon continued improvement in employment, 
pay rolls, farm income, and industrial production, togetner with relief pro- 
grams. Since 40 percent of cotton consumed in America is for industrial uses, 
the igvels of industrial production and cotton consumption rise and fall to- 
gether. Therefore the prospects for domestic cotton consumption are most 
closely linkad with the prospects for a revival of industrial activity. 
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Question 15. Vhat was the foreign consumption of American cotton for 
the 1955-34 season? 


Answer, About 8 million bales, 


Question 16. How does this comvare with the average for the 14 years 
ending y vita £93 be 4? 

Answer. This is a little over 500,009 bales more than the ave se for 
the 14 veers. 


C 
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Question 17. What is the outlook for foreign consumption of Americen 
cotton in the 1934-35 season? 


Aliswer Witn large supplies of foreizn cottons, there is a tendency 
to subs et tate them for American cotton. This is due to several factors. 
Amons; the reasons for the substitution of foreign cotton is the fact that 
foreign coti i-consuming countries are ee by economic DRASTE oe 
purchase tueir raw cotton from countire that in turn buy the vroduc or 
the country purchasing their cotton. The amount of cotton exported he: tne 
sakes States to the principal cotton-consuming countries during the current 

eason will depend to a large extent upon the amount of trade these countries 
pe with the United States. 


Question 18. What was the total or world (Unitcd States plus foreign) 
consum ition of hy laa a cotton for the 1935-34 season? 


Answer. About 13,509,000 bales. 


Question 19, How does this compare with the average for the 14 years 
ending witn 1933-34? 
Answer. This was the sixth highest total consumption for any one season 


> 


end was adcut 400,000 bales sbove the average for the 14 years. 


Question 20. What is the outlook jor total consumption of American 
cotton in vhe 1934-35 season? 


Auswer.e The probability is thet totel consumption of Americen cotton 
will exceed that of the 1940-31 scason, waicha was about 11 million bales, but 
Will not likely be as large as that of last season, 1953-34, 

III. COTTON ACREAGES, 1934 AND 1935 


Question 21. What is the estimated acreage to be hervested for the 
1934-35 season? 


Answer. The acreage to be harvested in 1934 is slightly above 27 
million acres, as given in the October 1 crop report. 
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Question 22.. How does this compare with the average acreage for the 


14 years ending with 1933434? 


Answer, The average acreage harvested for the 14 years was about 38 
million acres. 


Question 23. Will the signing of contracts be opened so that those 
who did not sign 1934 and 1925 contracts will be given opportunity to sign 
a contract for 1936 and receive rental and parity payments in 1935? 


Answer. Arrangements will be made whereby those producers who did 
not sign a 1934 and 1935 reduction contract will be permitted to enter inte 
an adjustment reduction contract for 1935. 


Question 24. Are meesures other than the voluntary program available 
to keep the total acreage within the desired smount? 


Answer, Yes; the Bankhead Act can be continued through the 1935 
Season, if the President finds and procliams that the emergency in cotton 
production end marketing will continue next year, and if the secretary of 
Agriculture determines that two-thirds of the producers favor it. Producers 
will have an opportunity to vote on it so that the secretary may determine 
whether cotton farmers want it continued for 1935. 


For further information see your cotton committeeman, vocational 
agriculture teacher, or county agent. 
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SHALL THE BANKHEAD ACT BE CONTINUED nanobo 9357 ro eg : 


Whether the Bankhead Cotton Control Act will de, made effective for 


Jatt Reeser om ae on 


1934 will depend aie the outcome ofa referendum of cotton ‘producers 
which will be aul throughout the South. 

The question which will be submitted to those eligible to partici- 
paté in. the referendum is: 

"Are you in favor of continuing the Bankhead Act for next year (June 
1, 1935. to May 31, 1936)?" | 

In.a footnote to the above question as stated on the ballot is the ex- 
planation that "continuance of the Bankhead Act means that 9 Hae will con- 
tinue to be levied on the ginning of cotton in excess of an allotment made 
to meet the probable market requirements." Attached to the ballot will be 
a statement from the Secretary of Agriculture, urging €otton producers to 
consider carefully all the facts and "reach a decision based upon consid-. 
ered judgment as to whether the Bankhead Act is needed to assure attainment 
of the objectives of the cotton adjustment program." : 


Points that should be borne in mind by cotton farmers in determining 


their votes on continuing the Bankhead Act for 1935-36 include: 


‘Irrespective of the decision of cotton farmers on the Bankhead Act, 


the 1935 cotton-adjustment program, with its rental and parity payments to 


voluntary cooperators, will continue. The Secretary of Agriculture has an-. 


nounced that, under the terms of the 1934-35 cotton acreage reduction con- 
tract, he will continue the program into the 1935-36 season. 


Moreover, cotton producers who did not sign a 1934-35 Cotton Acreage 


wis 

Reduction aes a spring will be given rnesddeaenhs: to join the cot- 
ton-adjustment program for the 1935 seasons 

oe hr is the estimate of .the Aanboul eine Metammatcicnt Administration 
that under the Suimbann cota adjustment program, but without the Bankhead 
Act in effect-for the 1935-36 crop year, total production probably will be 
about one million bales moré than total production would be if the Bankhead 
Act were in effect. 

| 3. Surplus tax-exemption Coiiei cies that is certificates for the 

1934-35 season which remain in the hands of the producers, can be used for 
the 1935-36 season in the event the Bankhéad Act is made effective for that 
Se€asone Such certificates as are outstanding at the endof the cotton-gin- 
ning season will be recalled, and in their SCaks new certificates of a dif- 
ferent color and appearance will be issued for the 1935-36 season in the e- 
vent the Bankhead Act is made effective for 1935. | ti 

4 The total allotment under the neues a Act for 1935-36, in. the 
event it is made effective, is not fixed in the Act but will be determined 
by the Secretary of Agriculturé ‘after inate eden of the available. supply 
and probable market. requirements and a cea haee of "the quantity of cot- 
ton that should be allotted, in accordance with the policy declared in sec+.. 
ee Oia diet! | | 

5 In the event the Bankhead Act is made effective for 1935-36, and 
after the total allotment is fixed, individual el ietheied will be made, under 
the terms #f the Act, upon one of the bases hereafter outlined; and the Sec- 
retary of Agriculture, in determining the manele of allotment to individual 
farmers, will provide that the farmers who have reduced their cotton acreage 
voluntarily shall not be penalized in favor of those farmers who have not 
done so. 


6. Those having a right to express themselves upon the question as to 


sn Siva 
whether the Bankhead Act shall be effective for the 1935-36 season are de- 
fined in the Act as those persons "who have the legal or equitable right as 
owner, tenant, share-cropper, or otherwise to produce cotton on any cotton 
farm, or part thereof, in the United States" for the crop year 1935-36. 
I. THE PURPOSE OF THE ACT 

The Bankhead Cottoh Act, approved April 21, 1934, levied and assessed 
a tax (of 50 percent of the average central market price) upon the ginning 
of that portion of the cotton producer's 1934 crop in excess of his indiv- 
idual allotment. It was-determined by the Secretary of Agriculture, under 
the terms of the Act, that the amount of the tax for the 1934 season was 
5.67 cents per pound on the cotton produced in excess of allotments. 

The purpose of the Act, as it states, is to place the cotton industry 
on a sound commercial basis, to prevent unfair competition and practices in 
putting cotton into the channels of interstate and foreign commerce, and ta 
more effectively balance production and consumption of cotton. 

The Bankhead Act itself required that the tax on cotton marketed in 
excess of individual allotments must be in effect for the crop year 1934-35 
but it provides that the tax shall be in effect for the 1935-36 crop year 
only (sec. 2) "if the President finds that the economic emergency in cotton 
production and marketing will continue or is likely to continue to exist" 
and, (Section 3(a) ), if the Secretary of Agriculture finds "that two-thirds. 
of the persons who have the legal or equitable right as owner, tenant, share+ 
cropper, or otherwise to produce cotton on any cottrn farm, or part thereof, 
in the United States for such crep year favor a levy of a tax on tho ginning 
of cotton in excess of an allotment made to mect the probable market require-- 


ments and determines that such a tax is required to carry out the policy de- 


ae. 
clared in section 1" i/- 


II. ACT INTENDED TO 
SUPPLEMENT VOLUNTARY ADJUSTMENT 

The Bankhead Act was passed by. Congress to supplement and doteus sup- 
plant the voluntary acreage adjustment: programs under the Pee as Ad- 
tang ais pay For the 1931-35 marketing year it, fixed a national quota 
of 10 million 500-pound bales of cotton. It charged the eee of Agri- 
Bates with the duty of alloting as quotas to the cotton-producing States 
the mumber of bales the marketing of which may be exempt from the tax here- 
in levied, which shall be determined by the ratio of the average number of 
bales produced in each State during the five crop years proceding the pass— 
age of this Act 2/ to the-average number of bales produced in all the 


States during the same period." 


1/ "DECLARATION OF POLICY -- 


That in order to relieve the present acute economic emergency in that 
part of the Agricultural industry devoted to cotton production and mar- 
ceting by diminishing the Gisparity between prices paid to cotton pro- 
ducers and persons engaged in cotton marketing and prices of other com- 
modities and by restoring purchasing power to auch producers and per- 
sons so that the restoration of the normal exchange in interstate and 
‘foreign commerce of all commodities may be fostered, and to raise reve- 
nue to enable the payment of additional benefits to cotton producers 
under the Agricultural Adjustment Act - 


"tt is hereby declared.to be the policy of Congress to promote the or- 
derly marketing of cotton in interstate and foreign commerco; to enable 
producers of xuch commodity to stabilize their markets against undue and 
excessive fluctuations, and to preserve advantageous markets fom isuch wis 
commodity, and to prevent unfair competition and practices in putting 
cotton into the channels of interstate and foreign commerce, and to more 
effectively balance production and consumption of cotton." 


2/ 1928 to 1932, inclusive. 
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After quotas were apportioned among the States, county quotas were 
determined (with exceptions under certain circumstances as set forth in 
the Act) upon the same basis as that upon which the total quota fixed in 
the Act was apportioned among the States. Individual producers! quotas, 
upon proper application, were finally determined upon a basis prescribed 
in the law. The result was that under the terms of the Act each ingigeanel 
cotton producer was issued tax-exemption certificates nermitting the mar- 
keting, tax-free, of his fair pro rata share of the 10 million bales thus 
allotted in accordance with the provisions for equitable distribution of 
the national quota. If the individual producer grew cotton in excess of 
the allotment, there were three courses open to him: first, he could 
sell the cotton by paying the tax under the terms of the Act and regula- 
tions issued pursuant thereto; or, second, he could purchase tax-exemption 
certificates sufficient to cover such Sales, either through a national 
pool estabhished and operated by the Agricultural Adjustment Administra- 
tion or from a producer within his county who had excess certificates. 
All transfers were required to be made through the offices of the county 
assistants in cotton adjustment. Four cents per pound was fixed as the 
uniform price at which tax-exemption certificates could be sold and pur- 
chased or transferred. Finally, the producer could store his excess 
cotton subject to a lien for the amount of the tax. 

The total quota for the 1934-35 crop year as fixed in the Act was 
10 million 500-pound bales or 10,460,251 bales of 478 pounds net weight. 

Production for the entire cotton belt for the 1934-35 crop year 
was 9,443,000 bales of 478 pounds net weight according to the October 1 
crop estimate. Because production was below the quota fixed under the 


Bankhead Act some States had tax-exemption certificates in excess of 


i 
Or 
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their actual production while the total production of other States was 


in exce 


C2 


s of the total number of tax-exemption certificates issued to 
producers within that State. Within every cotton State there are some 
producers whose total production was in excess of their allotments while 
other producers had certificates to cover more than their actual produc-— 
tion. | 
III. CERTIFICATS POOL 
ESTABLISHED FOR GROWERS 

To meet this situation the national Surplus Cotton Tax-exemption 
Certificate Pool was established. The purpose of this pool is to 
facilitate sales and aichadbe of surplus tax-exemption certificates 
issued under the Banknead Act and to prevent speculation in certifi- 
cates and sharp practices in obtaining them. Four cents per pound 
was fixed as the uniform price for which the certificates could be 
Sold and purchased. It was announced that when the pool is closed 
all funds on hand from the sale of surplus certificates will be dis- 
tributed among producers placing certificates in the pool and each 
producer wiil receive his share in the proportion that the poundage 
surrendered by him bears to the total poundage in the nation pool. 
In addition, each producer will be returned his pro rata share of the 
unsold certificates, which mony be used for the 1935-36 orop year in 
the event the Bankhead Act is effective for that year. 

The operation of the pool, in addition te local sales permitted 
meant that farmers who did not produce amounts of cotton equal to 
their allotments were able to realize some cash return by selling 


their tax-exemption certificates either through the pool or to other 


eS. a 


producers in their county, thus providing a form of "crop insurance" 
to those producers whose cotton production had been curtailed by drought 
or other natural causes. 


IV. QUESTION OF 
CONTINUING ACT 


Whether the Bankhead Act shall be made effective for the crop 
year 1935-36 will be decided by ne cotton producers themselves. 

Under the Act, as eat orece stated, the Secretary of Agriculture is 
required to find that two-thirds of the persons eligible to participate 
in the production of cotton favor its continuance before it can be made 
effective. Accordingly, aotton producers will be given the opportunity 
to express themselves on the question of whether they favor the levying 
of a tax on cotton produced in eee of the allotments for the 1935-36 
season. 

In determining this question, cotton producers should recognize 
that there are essential differences ih the application of the Bankhead 
Act for 1935-36 and its Ee meet en for the current 1934-35 seasone 

The chief difference is the fact that the national quota for 1935-36 
is not fixed in the Act but under the Act is to be determined by the Sec- 
retary of Agriculture after an investigation of the available supply of 
cotton and the probable market requirements. The maximum amount of cot~ 
ton that could be marketed tax-free in the 1934-35 season was fixéd by 
the Act at 10 million 500-pound bales. 

In the event the Bankhead Act is made effective for the 1935-36 
season, individual allotments will be made to cotton producers upon 
one of the two following bases: (1) "Upon such basis as the Secretary 


of Agriculture deems fair and just, and will apply to all farms to which 


pit FS eas 
the allotment is made under this paragraph ‘uniformly, within the cognty, 
on the basis or Classification a@opted."” (2) "By ascertaining my 
amount of cotton the farm would have produced during a fair representative 
period if all the cultivated land had been planted to cotton, and then 
reducing such amount by such percentage (which shall be applied uniformly | 


it 


within the county td1all farms to which the allotment is made under this i 
paragraph) as will be sufficient to bring the total of the farm allotments 
within the county's allotment", The Act further provides that, as in the 
case of this year, the Secretary of Agriculture "shall provide that the 
farmers who have voluntarily reduced their cotton acreage shall not be 
penalized in favor of those farmers who have not done so.! 

It is reasonable to hope that the making of individual allotments 
upon one of the bases above stated, which allow the Secretary to afford 
producers the benefits of this year's experienee in providing piicieetane 
adjustments of such allotments, will lead .to bringing these allotments 
more nearly into line with the individual's total permitted production 
under the voluntary contracts. 

—---O00--- 
Instructions and forms to those charged with the duty of obtaining 


the opinion of cotton produsers are being prepared, For further details 
of the referendum on the question of whether the Bankhead Act shall be 


made effective for the 1935-36 crop your, s#%€ your cotton committeeman, 
vocational agriculture teacher, or county agent. 
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pe ty Must Decide Whether the AAA Program Is to PASE 


Disaster in the Past. It is easy to forget that cotton producérs 
were faced with five periods of disastrously low prices between 1900 and 
1928, and that such periods are likely to occur again unless producers join 
together and adjust their acreage and production to demand and cooperate to 
maintain such balance once it is Pare Tees» 


The Issue Defined. The continuation of the Agricultural Adjustment 
Act and its policies wi will be determined by the farmers themselves. If the 
farmers are convinced that it ig to the best interest of the individual 
producers to join with all other producers and use the machinery of govern- 
ment to adjust their production’ to the demand, the adjustment program will 
continue. If farmers become dissatisfied with essentials of the program, or 
fail to cooperate to such an extent that the program no longer serves the 
interests of producers and consumers, the programs will be discontinued. 


I, SHOULD THE ACREAGE OF COTTON BE DETERMINED BY A CONSIDERATION 
OF THE NEEDS OF EACH PRODUCER INDEPENDENTEY, OR BY A CONS)DARATION 


OF THE NEEDS OF ALL PRODUCERS TOGETHER? 
A. Is it to the Best Interest of the Individual Cotton Pro- 
ducer to decide for Himself How Many Acres He Should Grow in 1936 
Without Regard to Other Cotton Producers? 


‘ Individual action results in increased acreage. Cotton farmers 


- often fail to look on the South as one big eceeT er EE They see only 


their own small acreage, and thus don't realize that what affects each 
Andividual cotton farmer affects every other cotton farmer. — 


If enough Seabee farmers refrain from cooperation, either through 
misunderstanding or purposely because of personal reasons, they may 
endanger the entire cotton adjustment program. 


Almost every time large numbers of producers have simultaneously . 
reached out in the past for big individual profits from more acres they 
have found instead, only individual losses and hardships. The latest 
lean and disastrous years of 1931 and 1932 are too well in mind to be 
forgotten this: soon, 


‘Tesi te past experience and the improved conditions existing in 
cotton-growing states since the AAA came into being,. some producers may 
be considering that solution of all their problems. lies in mere indi-. 
vidual expansion of their production. Such producers apparently have 
lost sight of the objectives of the cotton adjustment program. 


BY fo pie 


If cach individual producer were to determine his cotton acreage 
for 1936 independently of all other cotton producers the production would 
be greatly expatided, the crop would ’‘be greatly increased and the price 
would fall sharply, with the result that’ the total value of the cotton 
crop in 1936 likely would be less than for a production in keeping with 
the demand. Instead of increasing their income from cotton production 
producers would in this way cultivate and harvest a big acreage and de- 
crease their income. Moreover, the supply for. 1936 would be greatly 
increased and the carry-over at the end of the season once again would 
be piled up so high that it might -take years to bring it back down to 
normal. 2 


7 Individual action not sufficient. Experience has shown that in- 
dividual producers acting independently cannot, without undue sacrifice, 

adjust their production and supply of cotton to the demand. Often in 
the past by acting independeritly they have thus decreased their income. 


Between 1900 and 1928 there weré five periods of disastrously low 
cotton prices brought about by overproduction. Usually some adjustment 
or attempt at adjustment in acreage and production was forced by periods 
of overproduction and low prices. However, these movements were brought 
about through financial distress. The growth of tenancy in the South is 
mute evidence of these low-price periods’ and of thc generally low per 
capita income from cotton production. Many cotton producers accumulated 
_ some capital by hard work and sacrifice ard invested their earnings in 
farms and homes only to see their investments and their equities wiped 
out in the years of low prices. 


Bees eo to the Best Interest of the Individual Cotton Producer 
to Join With Other Producers: in Determining His Cotton Acreage in 1936? 


Excessive supply means low income.- When the supply of American 
cotton is out of balance with the demand the price and total income 
from the crop is reduced. A reduction-in total’ income from the United 
States crop of cotton means a reduction in income for each producer. 
If the total income from the cotton crop is increased the income of 
individual producers will be increased. | 


Cheap cotton does not always reduce the average acreage planted.- 
In 1931 the price received by producers averaged 57710 cents a pound. 

In 1932 the price averaged 6-1/2 cents a pound. However, producers acting 
independently planted 4 million more acres in 1933 than they planted in 
1932. They were faced with another disaster until by collective action 
and the use of governmental machinery they plowed under 10-1/2 million 
acres of growing cotton which, it is estimated, would have produced 4-1/2 
million bales to be added to a record world supply of cotton. Through 
devaluation of the dollar and the plow-up program, the farm value of 

the crop of lint and seed including rental and benefit. payments and 
profits on cotton options was, in 1933, $924,531,000 as compared with 
$483, 887,000 in 1932. Price received by producers for lint cotton was 
increased from 6-1/2 cents a pound in 1932 to: 10-2 ‘10: cents per pound in 
1933. Instead of a world supply’ of29 million bales of cotton for the 
1933~34 season, there was’ a‘! stpply of 24-1/2 million bales. : 


= B= 


Producers, through cooperative action, used the machinery of the 
government in 1934 further to adjust the supplies of cotton to the de- 
mand. In 1934, 27,883,000 acres were planted to cotton. The world 
supply of American cotton and of all cotton was further reduced. The 
value of the 13 million bale United States crop, including lint, seed, 
and rental and benefit payments, and profits on options was $924,531,000 
in 1933, and in 1934, was held up to $860,389,000 for a 9 million bale 
crop due to the drouth with no option profits. 


Again in 1935 producers cooperated to hold the acreage planted 
to 29,166,000 acres. In a preliminary estimate the value of the crop in 
1935, including rental and benefit peyments, is placed at $860,171, 000. 


The results of the cotton adjustment programs for the past three 
years illustrate that it is to the interest of the individual cotton 
producer to join with other producers in determining his cotton acreage 
each year. i, — 


Will history be repeated?~- Cotton producers individually attempt- 
ed to adjust their production following years of overproduction in 1904, 
1908, 1914, 1920, and 1926. Such periods when prices are disastrously 
low, are likely to occur again unless producers join together and adjust 
their acreage and production to demand and cooperate to maintain such 
balance once it is achieved. 


Campaign of 1905 ic? 


In 1904 the average yield was 213 pounds to the acre on over 31 
million acres harvested for a total of 13-1/2 million bales and the price 
dropped to less than 9 cents per pound, a decline of 11/5 cents per pound 
from the price received for the 1903 crop. 


Definite alarm was caused by this record-breaking crop and atten- 
tion was given to the cotton situetion as early as September 1904. At 
first, effort was directed toward a "hold vour cctton'" campaign which 
culminated in mass meetings of growers in "every county court house in 
the South", on December 17, 1904. By January, 1905, primary attention 
was turned to reducing acreage, and an active campaign for this end was 
continued until planting time in 1905. The Southern Cotton Association, 
perfected at an interstate convention in New Orleans in Jamary, 1905, 
as an outgrowth or enlargement of the Southern Cotton Growers! Protec~ 
tive Association, was the chief ageney responsible for this comparatively 
successful campaign. The Farmers' Union also favored reituction of the 
acreage planted to cotton and helped in the campaign of 1905. 


-Reduction of cotton acreage was the chief subject discussed in 
the convention at New Orleans where middling cotton was then selling 
at below seven cents. 


I/ the statements on the campaigns in 1905,1915,1921,1927, and 1928 
are taken from 2 paper by E. E. Edwards of the United States Depart- 
ment of Agriculture. 


eB woe: 


Representatives of the New York and New Orleans cotton exchanges 
endorsed the acreage decrease recommendations. Southern banking inter- 
ests organized a committee consisting of one from each cotton State to 
work with the Southern Cqtton Association in its’campaign. — 


Precinct meetings were held in every part of the Cotton Belt, and 
farmers and landowners signed a pledge to reduce acreage planted and to 
decrease consumption of fertilizers. — 

In 1904, the cotton acreage was 31,379,371 acres; in 1905, 
26,999,552 acres. This reduction of approximately 4,370,000 acres as 
compared with the previous season was about 14 percent. As a result 
production was cut to Fos million bales and the price went up to 
10+8 /10 cents per pound. The comparatively low price of 1904-05 


probably was a factor in the reduction, but "it seems reasonably certain... 


lato 


that the very substantial reduction in the acreage planted in 1905 is 
attributable in large measure to the efforts of the Southern Cotton 
Association." (Report of the Commissioner of Corporations on Cotton 
Exchanges, pt. 5, p. 334). 


The policy of the acreage reduction was urged with more or less 
persistency in the seasons following 1905. For 1906 the Southern Cotton 
Association recommended a reduction below that of 1905. Apparently, 
little was done to carry out the recommendation, | 


Then came a decade of fair prices in which is ineluded the 1909- 
1914 "base period" used in computing "parity". 


Campaign of 1915. 
The acreage of cotton in 1913 and 1914 was large and a better 
season in 1914 resulted in the pre-war record cotton crop. Nearly 37 
million acres harvested in 1914 produced over 16 million bales. Because 
of conditions due to the war and the large crop the price dropped to 
ad {10 cents per pound and the South was stirred to seek a remedy. 


& conference of the governors of the Southern States was called 
to meet at Memphis in Octovder, 1914, but only about one-third of the 
South's cotton-producing area was represented. Those present indorsed 
the "Wade plan" for raising $150,0C5 000 to lend on cotton; reduction 
of cotton acreage at least 50 percent; and better marketing facilities 
for the diversified crops. However, no governor present favored bond 
issues to buy cotton for holding from the market. ; | 


It was proposed that the various State Legislatures pass laws 
fixing the acreage to be planted to cotton, but most of the governors 
of the cotton States pleaded the unconsitutionality of extending the 
police power of the States so far. 


Individual writers proposed in the columns of agricultural 
periodicals a graduated tax on all cotton produced in 1915 and after. 


~5- 


A method not only suggested but used with at least some results was the 
elimination of credit to cotton growers who dic not reduce their acreage 
devoted to cotton. 


A campaign of education regarding facts of the cotton situation 
in every section of the South was a vital factor causing the acreage 
reduction in 1915. 


The acreage harvested in 1915 was 31,412,000 acres as compared 
with 36,832,000 acres for 1914, - a recuction of 5,420,000 acres or 
about 14 percent. This reduction, together with a poor season anc a 
lower yield, improved the conditions of the cotton growers. 


2 
e 


Campaign of 1921 


During the war period the acreage in cotton again went up to 36 
million acres, but the size of the crop was held down by poor seasons 
and the spread of the weevil, until 1920, when, with nearly 36 million 
acres, the largest crop since 1914, amounting to nearly elie million 
bales, wes harvested. This large supply, together with the post-war 
deflation, resulted in catastrophe, when prices dropped 55 percent from 
the price received in 1919. 


Although the leeders in the campaign of 1927 refer to the re- 
duction of-acreage in 1921 as due to a campaign there is no evidence in 
the files of agricultural periodicals of the methods used. 


In 1921 the acreage wes cut to 30,509,000 acres, - 2 decrease of 
more than 15 percent. The carry-over and the terrific slump in prices 
were the main factors. 


Fair prices were had for the next three years. 


Campaign of 1926-1928 


Again in 1925 and 1926 huge crops of 16 and 18 million bales 
respectively were harvested with the price per pound cut nearly in half. 
from that received for the 1924 crop. The 1925 crop set harvested from 
44a1/2 million acres an all-time record. 


As a result, the 14 governors of the cotton States sponsored a 
South-wide conference of cotton growers and those interested in the 
welfare of.the cotton grower at Memphis in October, 1926. The following 
plan of reducing the acreage of cotton in 1927 by at least 25 percent 
was adopted; by securing pledges from every cotton grower in the South, 
shoving the acreage planted in 1926 and the acreage proposed in 1927, 
and pledges from every banker and merchant that they would cooperate 
in helping. to secure this reduction of cotton acreage, the acreage 
saved from cotton to be planted to feed crops and other money cCropSe 
To carry out the plan, a South-wide Executive Sommittee of 20 was 
organized. Some accounts speak of this as a 2-year program. 


ap a ag 


President Coolidge appointed a Cotton Emergency Committee which 
arranged for 9 agricultural credit corporations under the terms of the 
Intermediate Oredits Act. 


A conference of Southern governors and others interested in 
cotton met in Jackson, Mississippi, in March, 1928, to continue the 
work inaugurated in 1925. The convention recommended a 10 percent 
recuction in the 1928 cotton acrecase. 


The recommendations of the conference included proposals for 
adoption of credit policies to force cotton acreage restriction: 
organization of a permanent committee to carry on the work begun by 
the conference; that laws requiring school attendance of children 
between & and 15 be passed, and if already in existence, strictly 
enforced, - it being admitted that at least 25 percent of the cotton 
was produced and gathered by children between the ages indicated. 
Purther, it was recommended that if middling cotton on October Loy 
1928, was quoted on the New York cotton exchange at an unprofitable 
price to the grower, the governors be urged to convene the legis- 
latures in special session to consider control of acreage by State 
legislation. 


The 1927 cotton acreage in the south was reduced 14 percent but 
in 1928 there was another increase and 49-1/2 million acres were planted 
to cotton, the third highest acreage on record to that date. ‘This 
resulted in still another period of declining prices and accumulating 
surpluses. 


Procucers should also review the events that have taken place 
Since 1928. In 1929 Congress passed the Agricultural Marketing: Act 
Creating the Federal Farm Board. The objective of the Farm Board was 
to control and prevent surpluses and to prevent surpluses from causing 
undue and excessive fluctuations or Cepressions in prices. The Farm 
Board found that prices could not be stabilized for long without 
procuction control. Its operations were discontinued Carly. in Lesa. 


Agricultural Adjustment Begun in 1933.- The policy of the 
Agricultural Adjustment Act is to establish and maintain a balance 
between production and consumption of asricultural commodities; to 
reestablish fair prices to farmers; to reestablish equality of farm 
purchasing power by gradual correction of inequalities at as rapid a 
rate as is deemed feasible in view of the current consumptive demand 
in domestic and foreign markets; andat the same time to protect con- 
sumers!' interests. 


Farmers must choose.- The continuation of the Agricultural Ad- 
Justment Act and its policies will be determined by farmers themselves. 
If farmers are convinced that it is to the best interest of individual 
producers to join with all other producers and use the machinery of 
government to adjust their production to demand, the adjustment ir. sem 
programs will’continue. If farmers become dissatisfied with essentials 
of the programs, or cease to cooperate to such an extent that the 
programs no longer serve the interests of producers or consumers, the 
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programs will be discontinued. Each producer must decide if it is to 
his best interest to join with other producers in determining his 
cotton acreage for 1936. SO Loa . Iie 


It; HOW MUCH COTTON SHOULD BE PRODUCED IN 19367 
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A. What Should Be the Total United States Production in 19367 . 

Before determining the number of bales that should be planned 
for in 1936, producers should carefully consider (1) probable carry- 
over at the end of the present season, (2) how much.cotton. they.can 
sell to consumers. both, in the United States and in foreign countries, 
(3) the price at. which they can expect to sell different sized crops, 
(4) the reduction they wish to make in carry-over. by July dl, 1937, 
and (5) the effect of different sized crops on foreign acreage and 
production. aM xa, | er | 


The world supply of all cotton for, the 1935-36 season of nearly 
AQ million bales is about the same as for the-prévious season. This 
is almost 8 million bales smaller .than the enormous prospective supply 
before the plow-up in 1933, However, the supply is about 11 percent 
larger than the average for the last 19 years anc is considerably 
larger than the prospective demand. The world consumption of cotton 
has never exceeded 26-1/10 million bales.in any one:season. The world 
consumption for the season ending July 1935 was slightly larger than 
that of the previous season, and larger than the lO-year average 
ending in 1933-1933. ..... 7 


Yorld consumption of American cotton was 183/10 million bales 
or about 16 percent below average. However, most .of this decline in 
consumption of American cotton was in foreign countries. . Exports de- 
clineé in 1934-35 even.more than foreign consumption of American 
cotton. There were a number of factors contributing to the decreased 
foreign purchases and consumption of American cotton last season. | 


Difficulties were experienced by foréign countries in obtain-~ 
ing exchange with which to purchase American cotton... This was es- 
pecially true in the case of Germeny, Italy, and Poland. ‘Trade 
‘arrangements between foreign-consuming countries and foreign-producing 
countries affected sales of American cotton. .The.low price of certain 
foreign growths compared to American cotton, which was more pro- | 
nounced carly in the season, .also was 2 contributing factor. However,. 
Brazilian fair Sao Pavlo cottan on the Liverpool market in the 1934=35 
season was higher compared with the 10 year average price than was 
American cotton at Iiverpool. The supply of American cotton available 
to the trade was sharply limited due to the quantity upon which the 
12cent loan was made in 1984-35. , CO Oh 


Conditions in the early part of the 1935-35 season indicated 
that world consumption of American cotton vill be somewhat larger ‘than 
in the previous season. Favorable factors are: less of the 1935 crop 
is beine covered by the loan; a higher level of business activity is 
in prospect and the price of American cotton is more nearly in line 

! with the price of all foreign growths. 
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The estimated supply of American cotton for the 1935-36 season 
is 20-1/2 million bales. If conswnption should equal the average for 
the past 10 years, the carryover at the end of the season will be 
approximately 7 million beles. This still is an excessive carry-over. 
If the carry-over is further reduced by July 1937, it will be neces- 
sary to produce less cotton in 1936 than is consumed in the 1936-37 
season. 


Pi 


The 10 year 1923-32 average world consumption of American 
cotton was eel million bales and for the last 5 years of this 
period the average consumption was 13 million bales. With average 
consumption it will be necessary to cut production to less than 13 
million bales in 1936 if the excessive carry-over of 8 to 9 million 
bales is to be further reduced by July, 1937. 


On the other hand, if consumption should be below average or 
more in line with consumption for the 1934-35 season, it will be 
necessary to produce under 1] million bales in 1936 if the carry-over 
is to be reduced by July of 1937. How much less than 11 or 13 million 
bales should be produced will depend upon the reduction producers wish 
to make in the carry-over. 7 


The quantity of cotton produced in the United States in 1936 
will in no way affect the quantity produced in foreign countries in 
1935. However, the supply and price of American cotton in 1936 will 
affect the acreage and production in foreign countries in 1937. A 
large American supply end low price in 1936 would tend to discourage 
increased foreign production while on the other hand a small American 


supply and high price in 1936 would tend to encourage foreign produc- € 
tion. However, it should be borne in mind that the trend of foreign 
acreage and production has been upward at a sharper rate during the - 


last 45 years than has the upward trend of American acreage and pro- 
duction. It appears that in between the two extremes of drastic 
restriction and unrestricted production lies the course to be followed. 


B, How Much Cotton Should Be Produced in Hach State in 1936? 


If an adjustment program in the United States is to be success-~ 
ful, it must be successful in each and everyone of the cotton-producing 
States. After the producers have determined what the national pro- 
duction should be in 1936 it will be necessary for each State to hold 
its production within its share of the national production. Individual 
States cannot expand production or overproduce without expanding the 
national production. | 


Ce How Much Cotton Should Be Produced in Bach County in 19367 


Counties cannot expand acreage and production without expanding 
the State and National acreage and production. To have national ad- 
Justment it is necessary to have State and county adjustment. 


‘ 
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ch Cotton Should Hach Individual Cotton Producer 
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It is impossible to have national cotton adjustment without 
having State adjustment. It is impossible to have State adjustment 
and not have county adjustment. It is impossible to have county ad- 
justment unless individual producers adjust their production. National 
adjustment is accomplished by each producer making his share of the 
total adjustment. 


If cotton producers are of the opinion that it is to the best 
interest of the individual producer to join with other producers and 
use the machinery of government in adjusting production to the demand, 
it will be necessary for each producer to adjust his acreage and pro- 
duction in line with adjustments made by other producers. Individual 
producers cannot expand their acreage and production in 1936 without 
expanding the national acreage and production. If each cotton producer 
acting individually makes the expansion in cotton production that he 
mignt like to make in 1936 the national acreage and production will 
be expanded. 


SUGGESTED REFERENCES 


The following publications may be secured from the sources 
below as long as supplies are available: 


"The World Cotton Situation", Bureau of Agricultural Economics, 
United States Department of Agriculture, Washington, D. C. (Free) 


"The Cotton Progrem Carries On', address by Henry A. Wallace, April 13, 
1935; Press Service, Office of Information, United States Department 
of Agriculture, Washington, D. C. (Free) 


"Credits and Debits of the Cotton Program", address by Chester C. 
Davis, August 13, 1935; Division of Information, Agricultural Ad- 
justment Administration, Washington, D. C. (Free) 


"Cotton" (Current Information Statement No. 2), by Cully A. Cobb, 
Division of Information, Agricultural Adjustment Administration, 
Washington, D. C. (Free) 


"What Countries Shall Supply the World With Its Cotton?", G-49; 
Division of Information, Agricultural Adjustment Administration, 
Washington, D. C. (Free) 


"World Cotton Markets", G-43; Division of Information, Agricultural 
Adjustment Administration, Washington, D. C. (Free) 
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Cotton Growers to Decide Whether hey Wish to Continue Adjustment of 
Production to poser for Cotton 


Cotton farmers must decide whether they wish to continue 
to adjust their production to demand, or return to the old system 
of unrestricted competitive production. 


In making this decision, they should remember, that the ad- 
justment program is a cooperative enterprise designed to produce 
the amount of Ameritan cotton that the world needs and will take 
at’a fair price. Under the old system, every farmer produced as 
much cotton as he could. He compéted with other farmers both in 
this country and abroad, and sold his cotton for what it would bring. 


Decision should not be based on present conditions alone. 
Tre re were good years for the cotton farmer under the old method 
of unrestricted production, but violent fluctuations in price and 
production more often caused hardship end poverty. 


In reaching their conclusion, cotton growers should consid~ 
er: (a) the course and conditions of the cotton industry in the 
period before adjustment programs were inaugurated; (b) changes in 
the status of the industry and of cotton farmers since the launching 

of adjustment programs: and (c) the known factors that bear 
| upon the future outlook for the industry. 


For many years American farmers in the Cotton Belt have de- 
pended upon cotton as a cash crop, always good for money in the 
domestic and foreign markets, 


Cotton Jndustry on a Downward Trend 


But at times since the beginning of the present century the 
cotton industry, under unregulated and uncontrolled competitive 
production, has revealed declining trends, Farms end farm homes 
in the eastern vart of the Cotton Belt have been going down instead 
of improving, The total national income from cotton in 1932 was ~ 
about.one-third what it had averaged during the 1920's, The gross 

- ammual income per family on cotton farms dropped from $735 in 
1928-29 to $232 in 1932-33, Such a reduction in income has led, 
inevitably, to low living standards, farming practices that exe 
haust the soil, debt, tax delinquencies, and difficulty in obtain- 
ing credit eames itinieh yheavotshns terms. 


American cotton growers, whether they realized it or mot, 
were competing with foreign growers. They were buying manufacture 
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ed articles in markets where the prices were protected either by 
tariffs or by a form of business organization which could and did 
adjust its production to meet only the demand that existed ata 
price the sellers found attrecitive,. 


As far back as the 1860's there had been efforts in the 
South to adjust cotton production to demand by restricting pro- 
duction through State legislation or cooperative action, But 
always there was a minority unwilling to join in these efforts, 
and large enough to produce sufficient cotton to overstock mar 
kets and force down the price for all. Three generations of 
southern farm and busin&ss leaders have deplored the effects of 
the one-crop system, urging farmers to grow less cotton and more 
food and feed they needed for their homes and their ferms. 


In 1933, when measures providing eid frem the Federal 
Government in adjusting the nationel output of cotton were enact- 


ed, cotton farmers were facing ruin, 
The Change Since 1932 


By 1934 the gross annual income per family on cotton farms 
had risen to $400, Total cotton income for the United.States had 
more than dowbled since 1932, From a low of 464 million dollars 
in that year it had risen to 890 million in 1933; was 822 million 
in the drought year 1934; and is estimated at not less than 860 
million for 1935, 


‘These figures include the benefit payments made under the 
Agricultural Adjustment Act to Signers of voluntary adjustment 
contracts, These payments totaled about 173 million dollars in 
1933 and about 116 million in 1934; they will be about 125 
Million in 1935, 


Store prices, while they have risen since 1932, have not 


fe! navences sO rapidly as cotton prices, One bale of cotton now 
ts Buys more than twice as mich manufactured goods as it did in 1932, 


“It will buy three-fourths as much as it would have bought in 1909- 


1914, before the World Wer, 


As income from cotton has increased, farmers! debts have 
decreased, The late October reoort of the Farm Credit Agminis~ 
tration shoys an average of over 90 percent in repaymonts in the © 
Columbia, S. C., and Houston, Tex,, districts, Tax delinquencies 
in the South have also diminished as fermers! income increased, 


Stendards of living and standards of farm management among 
cotton growing families have shown the rise that might be expect~ 
ed when each bale of cotton has a higher buying power, 


Southern farmers have been enabled to stop the practice of 
Mining and exhausting their land in order to extract from every 
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acre the last pvossible pound of cotton, This process of soil de- 
pletion had gone on until some £5 million acres of land in the 
Southern Stetes, once in cultivated crops, are no longer fit for 
cultivation, and another 25 million acres are in almost as bad 
a condition. Since 1933 there have been opportunity and encour~ 
agement to use acres retired from cotton production, without loss 
of income to the farmer, for soil-improving and erosion-prevent~ 
ing erops and for the production of farm and home needs in food 
and feed. 


Women and children formerly working in the cotton fields 
are now in their homes or at school. 


Business end Industry Shared Improvement 


Business end industry that depend upon the cotton farmer 
and his family es customers, have shared in the benefits from his 
increased income, The greatest increases in devartment store sales 
in the United States, comparing 1933 and 1934, took place in the 
South, In 1934 the Atlanta, Dalles, and Richmond Federal Reserve 
districts led the entiro country, in the order named. Sales of 
generel merchandise in the South were about one-fourth more in 
1934 than in 1933, according to the United States Department 
of Gommerce, The increese during the first eight months of Jose. 
compared with the same period in 1934, was even greater. 


More than 140,000 more new automobiles were registered in 
the South in 1934 then in 1932. Postal receipts and Life~insur- 
ance seles have shown marked increases; real estate and building 


activities heve improved; the value of ferm reel estete has risen; 


forced sales and foreclosures of farms have decreased while the 
number of voluntary sales has risen; there has been a sharp de» 
erease in the nunver of commercial failurose 


Bank deposits, net demand end time, in Southern towns of 


‘less than 15,000 population in eight Cotton Belt States, increased 
more than 100 million dollars from 19335 to 1935. 


Waybills of four important railroads serving the South show 


' that cerlot shipments of manufactured goods from 16 Northeestern 


industriel States to 10 Southeastern agricultural States, increase 
ed 38.8 per cent in the first 12 months after the beginning of the 


' adjustment programs. 


The improvement in the Southern farmer's condition has tims 
been wflected emong manufacturers, transportation agencies, end 


commerciel concerns, throughout the country. 


The move to adjust cotton supply to demand is one, end 
only one, of the factors that have brought abou these changes 
since 1932. This move has increased the price of cotton end has 


- gdded cash to the income of the cotton farmer, in the form of 


benefit payments. | 
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Changes. in the national monetary policy, general price in- 
creases, refinancing end adjustment of farm indebtedness, addition- 
al buying power on the part of urban consumers of farm goods, have 
all had their effect, 


Problems That Remain to Be Solved 


By no means have all the problems of the cotton industry 
been solved as yet, although cotton farmers are better off than they 
were three years ago. 


The problem of American cotton exports is important to the 
South and to the Nation. Although exports lately have increased 
somewhat, a decline had been registered in ovrevious months, Many 
persons have asked whether adjustment of American cotton production 
has caused or will cause the permanent loss of a portion of America's 
foreign cotton market. Many factors other than the edjustment 
programs must be considered in answering the question. 


Both Huropean and Oriental textile mills have always demanded 
American cotton because the length and strength of its fiber have 
adapted it particularly well to menufacture, 


Since the Worla War, exports of American cotton have fluctuated 
from nearly 11 million bales in one year to approximately 403 / 4 
million in another year. For the first 15 years after the War, the 
average was a little more than 7 million bales. Exports in 1932-33 
were slightly under 8.1/2 million bales; the next yeer about 7- 1/2 million: 
in 1934-35 a little under 5 million. During the 1935~36 period a 
gain has *Se0 shown over the figure for the preceding year. From 
August 1 to November 26, 1935, America exported 474,000 bales more 
than in the same ete in 1934, or 2,297,000 bales as against 
1,823,000 bales, a gain of nearly 26 percent. 


Factors that Heve Hindered Exports 


One of the principal reasons for the decline in exports of 
American cotton has been the fect that the United States has itself 
made it difficult for would-be foreign customers to obtain American 
cotton and other farm products. 


After the World War, the United States ceased to be 5 
debtor nation, owing money to Buropean countries end sending 
them farm goods in payment of those debts, Instee as European 
countries owed the United States monsy. 


A creditor nation usually finds it best to lower its tariffs 
end accept goods from its debtors, But the United States again 
raised its tariffs ond thus made it even more difficult for Huropeen 
debtor nations to trede us their goods in exchange for cur cotton 
or other farm products. 


‘For a few years after the wer this bounty made iis foreign 
loans-snot yst repaid-ewhich gave artificial support to export markets 
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for American goods, When the loans stopped, their cessation and the 
American tariff policy combinec. to weaken the support for export 
markets. 


Movement of Americen cotton into export channels has also 
been hampered by tariff and other trade restrictions set up by for- 
@ign countries, either in retaliation against American policies or 
in a desire for national self~sufficienqg, Not only tariffs, but 
exchange restrictions, import quotas, and embargoes heve been ese 
teblished as bars to the foreign purchase of American goods, 


Some former foreign customers for American cotton have turned 
from this source of supply to producing countries with which they 
have been:able to negotiate agreements for exchenge of their own 
products. This move has beon one factor in encouraging incressed 
cotton acreage in some of these other producing countries, 


. mother reason for the decline in exports in 1934 and mrly 
1935 is that during the period from 3930 to 1953, when American 
cotton was very cheap, foreign countries bought 201 /3 million 
bales more than they consumed, When prices of American cotton 
rose these foreign countries begen to use up their stored supply 
of cheap cotton, deferring the buying of more cotton while they 
waited to see whether the price would come down again, At this 
period the American Government loan of 12 cents a pound to cotton 
producers was-holding the United States cotton price above its 
nomel relationship with world price. Consequsntly the suoply 
of American cotton available to the trade at prices comerable 
to the world Brahe was. Limited, 


In 1934 forcign countries used l#1/3 million beles more than 
‘. they bought from this country. The inroads upon the stored supplies 
of cotton bought at a low price, help to account for the increase in 
shipments from this country during 1935, 


Foreign Cotton Acreage Has Expanded Before 


=v) @, certain extent, fectors that contributed to the decline 
aK Sxport soles of Americen cctton have encoursged grea ater sreage in 
other. cotton producing countries. However, for more than 50 years. 
cotton production in. foreign countries has been. expanding and the 
rate of expansion increased just before the edoptieon of the adjust 
. ment pro guens +a the. United States 


~ 


* Beceuse’ eg Lot coffee pri ces in recent yeers, cotton has ro- 
ides. boiges on many plantations in Brazil. Governmental res trictions 
have been removed from the crop in Egypt. Russia is trying to supply 
its own cotton needs, Japan is encouraging production in China, and 
Britein has stimulated ¢otton growing in Egypt, Indic, aha’ Ueanae, 


Cotton production in foreign countries can be and probably 
will be further cxpanded, This expansion will, however, become ~ 
more and more difficult because of natural and economic handicaps, 
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Higher corfee vrices, for exemple, probably would reduce the rate 
of cotton ecrenge increases ‘in Braril. Few other countries are 
‘physically able to grow sufficient quentities of cotton with a 
quality equal to thet of American cotton, to meet the demand. 


A notable shift in the location of cotton mills is taking 
place, They are moving from Western Europe to the Orient. Japan 
has taken over about one-third of England's textile trade; India 
and China row are making most of their cotton cloth instead of 
importing ite In future, Jnpan will be reckoned with more end 
more, in selling eotton goods abroad. 


Cotton exports could be increased somewhat by putting the 
price low enough, Tunis would wean that the Southern farmer would 
have to sell chcavly enough to compete in world merkets at any 
price level, endregardless of the living standards of his foreign 
competitors. 


Otherwise the United States will have to get along with a 
moderate volume of cotton exports unless this country is willing 
to adjust its teriff policy and thus make it posSible for foreign 
countries to sell us their products and in turn buy American 
cotton and other farm products. 


Reciprocal trade agreements designed to permit freer inter- 
change of goods between the United States and certain other countries, 
recently have been negotiated or are under consideration, Under the 
latest of these, Canada agrees, for the life of the pact, to contin~ 
ue the free entry of raw cotton and linters from the United States; 
Canada also erants concessions of from 10 to 20 percent in ifs 
present teriff scnedules, to Americen-made textiles, so long as 
there ere no changes in the United States tariff on Canadianemade 
textiles, 


Cotton Tenant Problem Not A New One 
“Next to the @xport problem, the situation of tenants on 
cotton farms Has been perheps the most widely discussed phase of 
the cotton adjustment prograny 


Cotton adjustment contracts under the Agricultural 
Adjustment Act are designed to protect the interests cf ell 
producers end assure each an equiteble share of the increased returns. 


The tenant problem in the South is an o1d and serious 
problem, not created nor as yet solved by the adjustment programs. 
Recovery measures thet have edded to the income of the industry 
end the regions are not likely to have injured the interest of 
any large group within the Southern cotton industry, 


-_ Wr oe 
Interest of Labor Identical” With Thet of Farmer 


Farmer-~producers, field labor, and employees off the 
cottonm-handling trades have an identical interest in the stebi- 
lization of the cotton industry. If cotton production and hand- . 
ling fluctuate because prices advance and decline, labor in the 
handling trades will be alternately attracted into employment, — 
and gueezed out of it. The permanent interests of labor are the 
same as those of the 2,200,000 cotton fermers. 


The ‘increase in cotton income has directly resulted in 
increases in other lines of emoloyment outside the cotton industry 
but related to it. Railroads use more men, as the volume of snhip- 
ments of industriel goods into the South increases ond operating 
revenues rise: manufacturing industries require more labor; mer- 
chants and townspeople expand business activities and improve their 
property; States, cities, and towns proceed with needed public works. 


1936-1939 Contract 


Provisions Included in 


The cottomedjustment contract for 1936-1939, now under 
consideration by cotton growers, includes the following features: 


le A new, total base acreage of 44-1 /2 million acres for 
the United States has been edopted, This base acreage will be 
allocated by the Division of Cotton among cotton-producing States 
in proportion to the 1935 base acreage of each State, Hach State's 
quote will be allocated among counties within that State, except. 
for 10 percent of the quota reserved to be used in adjusting quotas 
of coumties and individual poducers. Quotas for individual pro~ 
ducers will be determined by produgaers and county committees upon 
2 basis selected. by the State / Board from among five optional 
base period acreazes listed by the Division of Cotton, These base 
periods are 1928-1932, inclusive, 1931-1933 inclusive, 1932-1934 
inclusive, 1933+-1935 inclusive, or 1935. 


2, Minimum adjustment required in 1936, by contract signers, 
will be ea reduction to 30 percent below the individuel's base acreage. 
The producer will heve the privilege of reducing to a maximum of 45 
percent below nis base. Adjustments for contract years after 1936 
will be determined by the Secretary of Agriculture according to 
conditions indicated for the ycar, 


3, One tyve of payment, made in one installment, is provided 
for. This payment, in 1936, will be at the rate of at least 5 cents 
per pound on the average production of cotten on the acres withdrawn 
from production under the contract. The rate of payment for succceding 
years will be determined and announced by the Secretary of Agriculture 
each Fall in time to enable cotton farmers to decide whether they 
wish to continue their contracts. 


4, The contract provides for a four-year program but ver~ 
mits the signer to terminate the contract at the end of any 
year, by giving notice to the Secretary of Agriculture not 
later than December 1 of thet year. By giving notice to all 


Signers not later than November 15 of any year, the Secretary | 
of Agriculture may suspend all contrects at the: end of eae 


year, 


SO. , Hach contract signer will be required to plant not 
less than 50 percent of his permitted acreage. This pro- 
vision guarantees a stable, and adequate production of cotton 
for domestic needs, and prevents a signer from continuing to 
draw cotton hensfit peyments. after he has withdrawn from cot 
ton farming. . 


6. "Adjusted" acres withheld: from cotton production may 
be used to produce food, feed, soil-improving or erosion-— 
preventing crops, in addition to the acreage of-such crops 
normally devoted to. such uses, on. each farm,..Acreage on a 
farm covered by a contract, igaib to peanuts, rice, or tO 
bacco to be produced for sale, may..not. be: increased hee the 
acreage of those crops Brown” on that farm in 1934 or 1935, 
whichever wes larger, ; } 


7, When two or more persons are interested in a cotton 
crop the person who furnishes the land. will receive 37.5 pers 
cent of the total benefit payment; the person who furnishes 
work stock and equipment. will receive 12.5 percent of the pay 
ment; and the remaining :50 percent of the total payment will 
be divided among interested persons in the proportion in. which 
they are to share in the cotton or in its proceeds, Thus 
the share-cropper-who furnishes labor only, -and is to re- 
ceive one-nalf of the cotton, will also receive one-fourth 
of the total payment duc on the land which he cultivates, In 
normal cases payment will be made directly to the persons en- 
titled to share in the crop or its proceeds, . 


Hebe 


SUGGESTED REFERENCES 


The following publications may be secured from the sources 
below as long as supplies are available: 


"The Processing Tax!!, G41 (Revised)-Correspondence, Records, 
and Printing Section, Division of Information, Agricultural Ad- 
justment Administration, Washington, D. 0. (Trees) 


"Facing the Facts in the Agricultural Situation", G42 (Revised) ~ 
Correspondence, Records, and Printing Section, Division of In- 
formation, Agricultural Adjustment Administration, Washington, 
D. CG. (Freee) 


"The Cotton Program Carries On", address by Henry A. Wallace, 
April 13, 1935; Press Service, Office of Information, United 
States Department of Agriculture, Washington, De CO. (Free, ) 


"Credits and Debits of the Cotton Program", address by Chester C. 
Davis, August 13, 1925; Correspondence, Records, and Printing Sec 
tion, Division of Information, Agricultural Adjustment Adminis- 
tration, Washington, D. ©. (Free,.) 


‘Gotton", (Current Information Statement No, 2), by Cully As Cobb; 
Regional Contact Section, Division of Information, Agricultural 
Adjustment Administration, Washington, D. C. (Ffree.) 


What Countries Shell Supnly the World With Its Cotton7?7", G49; 
Correspondence, Records, and Printing Section, Division of Informa- 
tion, Agricultural Adjustment Agministration, Washington, Dy Ce 
(FPree.) 


"World Cotton Markets", G43; Correspondnece, Records, end Print~ 
ing Section, Division of Information, Agricultural Adjustment Agminis- 
tration, Washington, D. C. (Free.) 


"How Much Cotton Should America Produce in 19367", Commodity In~ 
formation Series, Cotton Leaflet No. 6 ~ Correspondence, Records, 
end Printing Section, Division of Information, Agricultural Ad- 
justment Administration, Washington, D. C. (Free.) 
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